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Jumpcan Pharma (600566.CH) Ph”“pcapltal

Strong Potential in Main Products

Shanghai | Pharmaceutical | Company report

Industry Leader in Performance Buy (Initially)

CMP: CNY 23.13
According to the financial report for 2015, Jumpdmarma achieved turnover of RMB 3.768 biIIion(Cmsing price as at 24 Mar 2016)
and net profit that belongs to parent company redadRMB 687 million, a year-on-year increase of
26.17% and 32.19% respectively. It has not onlyntadtied the annual growth rate of 27% since 2011-|:ARGET: CNY 30.25 (+30.8%)
but also taken the lead when the pharmaceuticalsingl enters a period of slow growth.

COMPANY DATA
To be specific, core products of Jumpcan Pharm& tbe lead in the Subdivision industry andO/S SHARES (MN) : 781
maintained a high growth. The turnover of PudilantiAnflammatory Oral Liquid, digestive drugs MARKET CAP (CNYMN) : 18,065
(Rabeprazole Sodium Enteric-coated Capsules and digiawshi Oral Liquid) and Child Chigiao 52 - WK HI/LO (CNY): 34.90/ 18.77

Qingre Granules saw an increase of 28.4%, 15.3%26#@ to approximately RMB 1.66 billion, RMB
980 million and nearly RMB 500 million, respectivelpdditionally, Dongke Pharma which was
acquired by Jumpcan Pharma in late 2014 contribtuedbver of approximately RMB 73 million
(starting from May 2015).
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In terms of profitability, Jumpcan Pharma maintdina high gross profit margin of 84.35%. Key FINANCIALS

Furthermore, three expense ratios maintained tteslining trend, indicating improvement of opergtin ‘cny mn FY14 FY15 FY16E FY17E
efficiency. In 2015, the marketing expense ratimodt at 54.27%, down by 0.85%; the o . 2935 3704 4628 5607
administrative expense ratio was 8.44%, down by%;2he financial expense ratio was -0.12%, dowrp\Iet Profit 519 687 876 1079
by 0.02%. The overall expense ratios are expeoteedline with further scale expansion.

EPS, CNY 0.67 0.88 1.12 138
PER, x 3452 26.28 20.64 16.75
Gradually declined operating expense ratio BVPS, CNY 294 341 3.89 4.47
70.0% P/BV, x 7.88 677 594 517
ROE, % 30.1  27.7 304 33.0
Debt/Equity (%) 46.37 32.17 25.00 25.00

68.0% Source: Company reports, Phillip Securities Est.
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Strong Potential in Main Products

Though the whole pharmaceutical industry entersesdo@ of slow growth against the
background of health care cost control and priogdin bidding, the main and new products of
Jumpcan Pharma are competitive and thus are expiecteaintain rapid growth.

Firstly, the Pudilan Anti-inflammatory Oral Liquid an exclusive dosage form for relieving
heat and detoxification. It may occupy competitonsarket shares as it benefits from the
policies of "long-term limit to antibiotics" and ithit to Chinese medicine injections".
Furthermore, its average daily cost is approxipja®MB 14, lower than those of other
competitive drugs. It is predicted that there vi# no big price cut. In terms of marketing
channel, the sales of Pudilan OTC have contributed 0% of sales, and Jumpcan Pharma has
started cooperation with large chain drug stores expanded its OTC marketing teams. The
turnover from the chain drug stores is expecteditoess big growth.

Secondly, the Child Chigiao Qingre Granules is adustve product, and it is a leader in its
own market segment. In 2014, it occupied 33.95%narfket share of Chinese patent drugs for
children’s cold. Furthermore, its average dailytdssRMB 16, lower than its competitive
products, and it is expected to witness rapid, Istajrowth due to favorable bidding
environment created by preferential policies fadip#ic drugs. There is basically no more price
cut for it.

Thirdly, in 2015 Jumpcan Pharma gained productioenkes for the Iron Proteinsuccinylate
Oral Solution, which is the first generic drug amskd for treatment of IDA. Currently, the
average occurrence rate of IDA in China is betw&s% and 20%. But previous ferrous iron
solutions taste bad, which is especially unsuitédaehildren. The Iron Proteinsuccinylate Oral
Solution features better efficacy and tastes heltds expected to take over market share of
previous ferrous iron solutions and become a prodith turnover of more than RMB 100
million.

Underestimated White Horse

Jumpcan Pharma is expected to maintain rapid gragtthnere is little pressure for price cut of
its main products and it has strong sales teamseahelon-shaped product lines. Additionally,
Dongke Pharma will contribute more to the growttemit joins the marketing system, and its
sales pattern will turn from investment invitatioode to self-operation mode to improve gross
profit margin. Jumpcan Pharma is expected to mairgayrowth rate of 25 to 30%. We give it
an estimation of 27x EPS in 2016 and the targetepis RMB 30.25, with the "Buy" rating
initially. (Closing price as at 24 Mar 2016)
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Source: Bloomberg, Phillip Securities (HK) Research
Risks

Price cut of medicine in invitation for bids;
High dependence on main products;
Progress of secondary public offering falls shé#pectation.
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Financials
FYE 2013 2014 2015 2016F 2017F
Valuation Ratios
Price Earnings 35.05 34.52 26.28 20.64 16.75
Price to Book 15.03 7.88 6.77 5.94 5.17
Dividend Yield 0.0% 1.7% 3.0% 3.5% 3.9%
Per share data(RMB))
EPS Adjusted 0.66 0.67 0.88 1.12 1.38
Book Value Per Share 1.54 2.94 341 3.89 4.47
Dividends Per Share 0.00 0.40 0.70 0.80 0.90
Growthé& Margin
Rewvenue growth 22.0% 26.2% 25.0% 21.1%
Gross Profit growth 21.1% 26.3% 24.9% 21.1%
Net Profit growth 29.0% 32.2% 27.6% 23.2%
Profitability Ratios
Gross Margin 84.6% 84.0% 84.1% 84.0% 84.0%
Net Profit Margin 16.7% 17.7% 18.5% 18.9% 19.2%
Dividend Payout Ratio % 0.0% 60.2% 79.7% 71.4% 65.2%
Key Ratios
Return on Assets 22.5% 19.3% 19.8% 23.7% 26.4%
Return on Equity 42.3% 30.1% 27.7% 30.4% 33.0%
Effective Tax Rate 13.4% 14.1% 14.6% 14.5% 14.5%
Liability ratio 42.8% 31.7% 24.3% 20.0% 20.0%
Income Statement(RMB: mn)
Revenue 2,406 2,935 3,704 4,628 5,607
- Cost of Goods Sold 370 469 590 740 898
Gross Income 2,036 2,466 3,114 3,889 4,709
- Selling, General & Admin Expenses 1,611 1,915 2,375 2,939 3,533
Operating Income 425 551 739 950 1,176
- Net Non-Operating Losses (Gains) -53 -58 -63 -70 -80
Pretax Income 465 605 800 1,020 1,256
- Income Tax Expense 62 85 116 148 182
Income Before XO Items 403 519 683 872 1,074
- Minority Interests 0 0 -3 -4 5
Net Profit 403 519 687 876 1,079

Source: Company, Phillip Securities (HK) Research Estimates

(Financial figures as at 24 Mar 2016)
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS

Total Return Recommendation Rating Remarks
>+20% Buy 1 >20% upside from the current price
+5% to +20% Accumulate +5% to +20%upside from the current pice

2

-5% to +5% Neutral 3 Trade within _ + 5% from the current price

-5% to -20% Reduce 4 -5% to -20% downside from the current pige
<-20% Sell 5 >20%downside from the current price

We do not base our recommendations entirely on the above quantitative return bands. We consider qualitative factors like (but not limited to) a
stock’s risk reward profile, market sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, and speculative
undertones surrounding the stock, before making our final recommendation

GENERAL DISCLAIMER

This publication is prepared by Phillip Securities (Hong Kong) Ltd (“Phillip Securities”). By receiving or reading this publication, you agree to be bound by the terms and
limitations set out below.

This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities shall not be liable for any direct or
consequential loss arising from any use of material contained in this publication.

The information contained in this publication has been obtained from public sources which Phillip Securities has no reason to believe are unreliable and any analysis,
forecasts, projections, expectations and opinions (collectively the “Research”) contained in this publication are based on such information and are expressions of belief
only. Phillip Securities has not verified this information and no representation or warranty, express or implied, is made that such information or Research is accurate,
complete or verified or should be relied upon as such. Any such information or Research contained in this publication is subject to change, and Phillip Securities shall not
have any responsibility to maintain the information or Research made available or to supply any corrections, updates or releases in connection therewith. In no event will
Phillip Securities be liable for any special, indirect, incidental or consequential damages which may be incurred from the use of the information or Research made
available, even if it has been advised of the possibility of such damages.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at any time
without prior notice.

This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any
particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or reading this material should seek advice from a
financial adviser regarding the suitability of such products, taking into account the specific investment objectives, financial situation or particular needs of that person,
before making a commitment to invest in any of such products.

This publication should not be relied upon as authoritative without further being subject to the recipient’s own independent verification and exercise of judgment. The
fact that this publication has been made available constitutes neither a recommendation to enter into a particular transaction nor a representation that any product
described in this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products which may be described in this publication
involve significant risks and may not be suitable for all investors, and that any decision to enter into transactions involving such products should not be made unless all
such risks are understood and an independent determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein
with respect to any product should not be considered to be a disclosure of all risks or a complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in this research
should take into account existing public information, including any registered prospectus in respect of such security.

Disclosure of Interest

Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate has any financial interest in or serves as an officer of the listed corporation covered in
this report.

Firm's Disclosure: Phillip Securities does not have any investment banking relationship with the listed corporation covered in this report nor any financial interest of 1%
or more of the market capitalization in the listed corporation. In addition, no executive staff of Phillip Securities serves as an officer of the listed corporation.

Availability

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where
such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities to any registration or
licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

Information contained herein is based on sources that Phillip Securities (Hong Kong) Limited (“PSHK”) believed to be accurate. PSHK does not bear responsibility for any
loss occasioned by reliance placed upon the contents hereof. PSHK (or its affiliates or employees) may have positions in relevant investment products. For details of
different product’s risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.
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